This paper presents an empirical investigation to determine whether or there is any difference between the returns of two value and growth portfolios, sorted by price-to-earnings (P/E) and price-to-book value (P/BV), in terms of the ratios of market sensitivity to index (β), firm size and market liquidity in listed firms in Tehran Stock Exchange (TSE) over the period [2001][2002][2003][2004][2005][2006][2007][2008]. The selected firms were collected from those with existing two-consecutive positive P/E and P/BV ratios and by excluding financial and holding firms. There were five independent variables for the proposed study of this paper including P/E, P/B, market size, market sensitivity beta (β) and market liquidity. In each year, we first sort firms in non-decreasing order and setup four set of portfolios with equal firms. Therefore, the first portfolio with the lowest P/E ratio is called value portfolio and the last one with the highest P/E ratio is called growth portfolio. This process was repeated based on P/BV ratio to determine value and growth portfolios, accordingly. The study investigated the characteristics of two portfolios based on firm size, β and liquidity. The study has implemented t-student and Levin's test to examine different hypotheses and the results have indicated mix effects of market sensitivity, firm size and market liquidity on returns of the firms in various periods.
Introduction
During the past few years, there have been several studies indicating that value stocks could outperform growth stocks (Bondt, & Thaler, 1985) . Basu (1977) is believed to be the first who reported that low price-to-earnings (P/E) US stocks called value stocks may preserve higher average returns than firms with high P/E stocks called growth stocks. Chan et al. (1991) also reported a similar trend in value stocks using Japanese data. Such findings have been corroborated by Fama and French (1992 , 1993 , 1996 , Lakonishok et al. (1994) , and Chan and Lakonishok (2004) in the US and Europe, Australia, and the Far East stock markets, respectively. Several investigations have implemented US data and the price-to-book value (P/BV) ratio to find out the value premium, which is the difference in returns between value and growth stocks. The use of the P/BV ratio was primarily motivated by the work of French (1992, 1995) , which bring ambiguity on the validity of the Capital Asset Pricing
Model by indicating that the P/BV ratio and size were the key explanatory variables of US cross sectional average stock returns. Athanassakos (2009) shed light on the value premium using Canadian data from 1985-2005 and a look for process involving both P/E and P/BV ratios. The research provided a strong value premium over the sample period, which persisted in both bull and bear markets, as well as in recessions and recoveries. Barbee et al. (2008) investigated the relationships of different market multiples with subsequent annual returns for portfolios of liquid U.S. stocks. Huang et al. (2007) decomposed P/E ratios into a fundamental and residual components, which could not be described by the firm or economic fundamentals and reported that portfolios based on residual P/E ratios could preserve performance reversal only in overbid glamour stocks. Lam (2002) investigated the relationship between size, bookto-market equity ratio, earnings-price ratio, and return for the Hong Kong stock market. They reported that we reported that β was unable to describe the average monthly returns on stocks continuously listed in Hong Kong Stock Exchange. However, three of the variables, size, book-to-market equity, and E/P ratios, appeared to be able to capture the cross-sectional variation in average monthly returns over the period.
The proposed study
This paper presents an empirical investigation to determine whether or there is any difference between the returns of two value and growth portfolios, sorted by price-to-earnings (P/E) and price-to-book value (P/BV), in terms of the ratios of market sensitivity to index (β), firm size and market liquidity in listed firms in Tehran Stock Exchange (TSE) over the period [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] . The selected firms were collected from those with existing two-consecutive positive P/E and P/BV ratios and by excluding financial and holding firms.
There were five independent variables for the proposed study of this paper including P/E, P/B, market size, market sensitivity beta (β) and market liquidity. In each year, we first sort firms in non-decreasing order and setup four set of portfolios with equal firms. Therefore, the first portfolio with the lowest P/E ratio is called value portfolio and the last one with the highest P/E ratio is called growth portfolio. This process was repeated based on P/BV ratio to determine value and growth portfolios, accordingly. The study investigated the characteristics of two portfolios based on firm size, β and liquidity. Table 1 shows the summary of some descriptive information of the data gathered from TSE market. In addition, Table 2 demonstrates the results of Kolmogorov-Smirnov test. As we can observe from the results of Table 2 , data were not normally distrusted and we need to use Levene's test for equality of variances to examine different hypotheses of the survey. ).
First hypothesis: Difference between two value and growth portfolios according to P/E ratio
The first hypothesis of the survey investigates whether there is any difference between the returns of two portfolios of value and growth in terms of P/E ratio. Table 3 shows the results of the survey. As we can observe from the results of Table 2 , the null hypothesis is rejected for some years and it is accepted for some other years. 
Difference between the returns of two value portfolios in terms of β
The first sub-hypothesis of the first hypothesis determines whether or not there is any differences between two value portfolios in terms of their βs sorted by P/E ratio. Table 4 demonstrates the results of the survey. According to our survey, except in one year, most of the times, there were no significant differences between two value portfolios in terms of their betas. 
Difference between two value portfolios in terms of firm size
The second sub-hypothesis of the first hypothesis tries to find out whether or not there is any differences between two value portfolios in terms of their firm sizes sorted by P/E ratio. Table 5 shows the results of the survey. Based on the survey, except in one period, there were no significant differences between two value portfolios in terms of their firm sizes. 
Difference between two value portfolios in terms of firm liquidity
The third sub-hypothesis of the first hypothesis tries to find out whether or not there is any differences between two value portfolios in terms of their firm liquidity sorted by P/E ratio. Table 6 presents the results of the findings. Based on the survey, for all cases, there were no significant differences between two value portfolios in terms of their firm liquidities. 
Difference between two growth portfolios in terms of β
The fourth sub-hypothesis of the first hypothesis determines whether or not there is any differences between two growth portfolios in terms of their βs sorted by P/E ratio. Table 7 demonstrates the results of the survey. According to our study, except in one period, most of the times, there were no significant differences between two growth portfolios in terms of their betas. 
The fifth sub-hypothesis of the first hypothesis determines whether or not there is any differences between two growth portfolios in terms of their βs sorted by P/E ratio. Table 7 demonstrates the results of the survey. According to our study, which indicate there were some differences between two growth portfolios in terms of their betas. 
Difference between the returns of two growth portfolios in terms of liquidity
The six sub-hypothesis of the first hypothesis determines whether or not there is any differences between two growth portfolios in terms of their βs sorted by P/E ratio. Table 8 shows the results of the survey. According to our study, there is no difference between two value and growth portfolios in terms of their betas. 
Second hypothesis: Difference between two value and growth portfolios according to P/B ratio
The second hypothesis of the survey examines whether there is any difference between the returns of two portfolios of value and growth in terms of P/BV ratio. Table 9 shows the results of the survey and the results are somehow mixed. Therefore, we cannot make a precise judgement. 
Difference between the returns of two value portfolios in terms of β
The first sub-hypothesis of the second hypothesis determines whether or not there is any differences between two value portfolios in terms of their βs sorted by P/BV ratio. Table 10 demonstrates the results of the survey. According to our survey, there were no significant differences between two value portfolios in terms of their betas. 
Difference between two value portfolios in terms of firm size
The second sub-hypothesis of the second hypothesis tries to find out whether or not there is any differences between two value portfolios in terms of their firm sizes sorted by P/BV ratio. Table 11 shows the results of the survey. Based on the survey, there were no significant differences between two value portfolios in terms of their firm sizes.
Table 11
The summary of testing the difference between two value portfolios in terms of their firm sizes 
Difference between two value portfolios in terms of firm liquidity
The third sub-hypothesis of the second hypothesis tries to find out whether or not there is any differences between two value portfolios in terms of their firm liquidity sorted by P/BV ratio. Table 12 presents the results of the findings. Based on the survey, for all cases, there were no significant differences between two value portfolios in terms of their firm liquidities. 
Difference between the returns of two growth portfolios in terms of β
The fourth sub-hypothesis of the second hypothesis determines whether or not there is any differences between two growth portfolios in terms of their βs sorted by P/BV ratio. Table 13 demonstrates the results of the survey. According to our study, except in two periods, most of the times, there were no significant differences between two growth portfolios in terms of their betas. 
Difference between the returns of two growth portfolios in terms of size
The fifth sub-hypothesis of the second hypothesis determines whether or not there is any differences between two growth portfolios in terms of their sizes sorted by P/BV ratio. Table 14 demonstrates the results of the survey. According to our study, except one period, there were no differences between two growth portfolios in terms of their sizes. 
Difference between the returns of two growth portfolios in terms of liquidity
The six sub-hypothesis of the second hypothesis determines whether or not there is any differences between two growth portfolios in terms of their liquidities sorted by P/BV ratio. Table 15 shows the results of the survey. According to our study, except two periods, there were no differences between two growth portfolios in terms of their betas. 
Conclusion
This paper has presented an empirical investigation to determine whether there is any difference between the returns of two value and growth portfolios, sorted by P/E and P/BV, in terms of the ratios of market sensitivity to index (β), firm size and market liquidity in listed firms in Tehran Stock Exchange (TSE) over the period [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] . The study has implemented t-student and Levin's test to examine different hypotheses and the results have indicated mix effects of market sensitivity, firm size and market liquidity in various periods. The results of this survey are somehow in contrast with other findings, which indicated the superiority of value stock against growth stock. In other words, the results of our survey did not find any evidence to claim that the value stocks listed on TSE would outperform growth ones. Moreover, while there were no differences between the variances of two growth and value portfolios in terms of liquidity, the effects of β and market size were somehow mixed.
